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Memorandum of Conversation
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with Under Secretary Dillon
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ARTICIPANTS. H. E., Hasan Polatkan, Turkish Minister of Finance
: : Ambassador S. H. Urguplu

Mr. Munir Mostar, Inspector, Ministry of Finance

Mr. Hasan Isik, Asst. Secretary-General, Ministry of Foreign Affairs
. Mr. Memduh Aytur, Director-General, Turkish Treasury. ‘

Mr, Ziya Muezzinoglu, Counselor to the Turkish Treasury

Mr. Fikri Diker, Asst. Director-General, Central Bank of Turkey

z . Mr. N. A. Ucuncu, Chief of Turkish Economic Delegation, Washington
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| . The Turkish Minister of Finance, pIr. Hasan Polatkan, met. with the Under
Sdcretary of State for Hconomic Affairs, Mr. Douglas Dillon, at 10:30 a.m. on
September 11, 1958. There follows below a resume of remarks by both Turkish and
..~ Americen participants following the prpsentatlon of a long and detailed statement
" by the Finance Minister, as read by Mr. Mostar. (A finished copy of that state-
* ment is to be supplied by the Turkish Embassy).

HALANOD

- The Minister said he wished to enlarge upon his formal statement and stressed
the great need for success in his negotiations in Washington. He pointed out that
the premium now applied to the external value of the lira amounted to 221 percent
a8 such constituted a major operation that, if placed in jeopardy, could creste
se ;ious difficulties for his government. He cited as his most immediate needs the
followings (1) a decision within the currenc month of September on the release of

, t?xe majjor»m

Declassified in Part - Sanitized Copy Approved for Release 2014/02/10 : CIA-RDP83-00036R0010001 60056-Lij

-

o w -

VL TYLLN

T




.

E)eclassified in Part - Sanitized Copy Approv'éd' f'or_'th_eIease 2(314/02/10 : CIA-RDP83-00036R001000160056-5

. 970610100/

; -
the majm? ?d“{%ion of the $75 million of Defense Support funds from JCA for the
Central Bank; (2) consummation of bilateral credits originally promised by
Britain and West Germany for September 1st and finalization of the OEEC credit :
arrangement; (3) release of TL 272 million PL 480 funds, on a grant basis, for
the continuance of viable state enterprises which could make an early contribution
to the productivity of Turkey; (4) early action following the recent Export-
Import « DLF surveys in Turkey on certain projects and a new ExporteImport = DLF

. Mission to consider other possible projects; (5) consideration of additional

. aild, beyond the $10 million of DLF funds, for the Industrial Development Bank;

- consolidation of commercial arrears with private American firms and United

States Government assistance in negotiations with these firms; (7) assurance

'\ of levels of aid in future years sufficient to ensure maintenance of essential

. import levels of an order similar to that agreed upon this year; (8) United

. States Government assistance in modifying the loan arrangenents with American

y banks pledging gold as collateral. '

| Mr, Dillon responded that the problem of gssuring immediate resources in
 order to put the new Turkish import program into effect seemed to divide itself

. into two parts - U.S, and BEuropean responsibilities thereto, As for the American
i 8ide, the Under Secretary pointed out that $25 million had already been made

. avallable as agreed upon and urgent attention is being given to the matter of

L‘ scheduling the $75 millton. While recognizing the need for early action in this
' regard and noting the seasonal problem, Mr, Dillon cautioned that ICA funds

;. should be utilized in a manner to avert shortage of funds as a result of some

. contingent needs arising later in the year. Mr, Dillon then suggested that a

meoting be held at ICA that afternoon to discuss further the technical aspects
1 of this problen, ‘

| ‘As for the OEEC credits, Mr. Dillon told the Minister that the American
 representative in Paris is contimiing to press for rapid action. He saild the

. latest news received was through a telephone call the morning of September 11 A
. _vhich indicated half of the total OEFRC funds agreed to would be released by

. September 22 or 23, 1958, He assured the Minister that our representative

; would continue to follow this matter, and that as necessary our missionsg in

. London and Bonn would also interest themselves in the bilateral credits expected
.. from British and West Garman sources, ’

’ Export=Import and DLF credits were then discussed, Mr, Waugh stated that

- the Export-Import examination of information developed during the recent project

' survey was about complete and favorable action might be expected, As for the DLF,
‘Mr. Dillon said that the loan committee would be meeting next week to consider
the survey report on the part of that body, He noted, as well, that the agreement
with respect to the $10 million for the Industrial Development Bank would be

- ready for signing on Friday, September 12, 1958, Mr, Dillon expressed the general’
~1hope that scme determination coculd be made on the use of Export-Import Bark and

DLF funds for use on uncompleted portions of projects already under way in
Turkey, :
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-Referring to the Minister's request for aid in future years, the Under

- Secretary pointed out that U.S. agencies, including the DLF, were dependent,
upon annual Congressional appropriations. To the extent funds were available
he was sure Turkey would get 1ts full share and further project applications
could be considered, '

On the broad problem of investments and investment policy generally,
;‘Mr. Dillon informed the Minister that the United States was most desirous of
- seeing a renewal of relations on the part of Turkey with the IBRD and noted
. with approval the fact that the Minister planned consultations with that organiza-
. tion during his present trip. ,
| In regard to the deposite of TL 272 million, accrued on the United States
- account throush sales of agricultural surpluses, Mr,. Dillon seid the United
States Government is willing to explore a partial release of these funds on a
grant basis. He hoped that a decision on this matter could he reached before
~the Minister departs on Saturday, September 13, 1958.
: Mr. Smith of ICA asked what is the nature of imports Turkey plans on
‘obtaining, what would bs the schedule and manner of payment, Mr. Polatkan
Teplied as to the need for the entire 75 million as soon as possible in order
-to make cash payments for imports needed now (spare parts, raw materials and
capltal goods§ in order to get the Turkish economy &gain in motion, In refer-
ring to his acting portfolio as Minister of Industry, the Minister stressed the
| need for assistance in sotting up a real productivity training program in
Turkey. The Minister continued by referring again to the IBRD and said Turkey
would, during his recent visit, extend an invitation to Mr, Black, President
of the IBRD, to vieit Turkey. He referred, too, to the government plans for
sale of state enterprises to private enterprise but added this matter would take
time. He urged a meeting with his technical advisors to study the matter of
release of part of the 272 million lira accrued from the sale of agricultural
surpluses by the United States, Mr. Polatkan noted that it had taken nine or ten
menths to get the IDB negotiation straightened out with the DLF and asked if
there could be a more rapid réview and decision regarding other projects,

: Mr. Isik touched on the matter of commercial arrzars with American firms and
ileaded the case that American firms might well set an example for European
oreditors to follow in negotiations to be conducted there by a separate Turkish
team, Mr. Dillon replied that he felt Ameriecan firma' debts should be accorded
equal treatment with thoso of other Turkish creditors, but that the United States
dozmn't went preferential treatment and that it would be willing to point out to
others the naed for the corplete program to be a suceess if the plan is to
succesd at all. He said there was a question of timing and suggested that it was
imperative to get ths import program into operation first and then to treat with
the matter of dobt consolidation

Mre Southard referred to the pledgsd gold isemn and suprested as one Prac-
tical aiep that the Minicter beve informn) t2lks with cne of the ma Jor holders
of pledged gold, possibly with the Chase bank, He doubted, however, that the
berks woulé takn Pavorable ceticn at thie tina, i%eor the Minigter asked for any

CONFITENTI AL assistance m '
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.~ had been criticized for attempting to do £oo much in the past. U.S. aid.would .

5 build up its economy so that it can meet ite own problems out of its own resou!'ws.

[Cﬂ ﬁ\courage, that there would be many obstacles before its successful conclusion but. that o

. Mr. Polatkan had had with Mr. Dillon and his associates earlier in the day. He.

. queried the Minister on the arrears problem and the Minister reviewed the Turkish
- position that consideration by American creditors in settling outstandlng arrears
. of approximately $78 million would be of inestimable help. MNr. Rouritree said that
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After an exchange of amenities, Mr. Rountree told the Minister that he had beén

most gratified by the steps that Turkey has resolved to take in instituting its

new stabilization program. He said that he realized that sucma program required

he was assured in his own mind as to the correctness of such a eourse.

The Minister thanked Mr. Rountree for his measure of coqfidence and said that e
the Turkish Government is detemmined to go.through with. the 'program. He reviewed - -
the priorities of needs in order to put the program into full effect, stresdng the
imperative nature of receiving sufficient fupgds;iboth from U.S. and European sources
for the program to function properlye. The Mister put the ~Turkish needs in the. .
context of the problemof raising Turkey's s;tbzdard of living. He observed that Tmlmy ‘

however, not be available forever and it was the earnestdesirs of his vernmedto

Mr. Rountree said that he had had- opportunity to learn of the mesting

it was his understanding that consideration would be given this matter. Mr. Polatl-:an*"'lw
stressed that he was in need of decisions on the extension of U.S. aid and that he {.}f?
hoped to have some answers to matters raised with Mr, Dillon by the time he departed‘*z' -
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" As the Minister took his leave, Mre. Rountree again expressed his cdnfidence
that the Minister and his Govermnent would see the stabilization prograrri through

to successful conclusione.
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Mr. Dorr inquired sbout the gtatus of the Iranian request for &
DLF loan to support the Industrial Developmsnt Bank project.” Mr., Nussbaum
informed him that the loan request had been turned down and could not be
considered further unless the Iranians put it in a higher priority position
than other requests for U.S. assistancs, .

Mr, Nussbaum suggested that, in view of the mild Iranian reaction to
this refusal, Chass International nmight request a reply to its latest
proposal, Mr, Dorr stated that his company might commnicate with the
office of the Prime Minister along this line, He further statsd that

Mr. Freyres, President of Chase International, would be fn New Delhi for
the World Bank meeting. The possibility was discussed that Mr, Freyre
might go to Tehran if this would not compromise his bargaining position by
malking his group seem ovar-eager and if there appeared to be real prospect
that the Iranians might approvs the project.
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